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State antitrust enforcement keeps private equity
investment in healthcare in the cross-hairs
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Federal antitrust authorities have suggested that they will
continue to review private equity transactions in health care
under traditional antitrust principles. However, they do not
appear to be as skeptical as the prior administration, which
suggested that private equity is focused on maximizing of
profits and draining valuable assets at the expense of quality
care. Nonetheless, state legislatures continue to look for ways
to ensure that the investments private equity investors have in
their states do not reduce the level of available health care.

While many private equity investors seek to, and do in fact,
increase the quality and efficiency of health care services
provided by the entities in which they invest, some investments
have resulted in bankruptcies and closures of important health
care facilities. In states where communities have experienced
such closures following a private equity investment, the state
legislatures are stepping in to introduce laws designed to
protect their health care infrastructure from similar outcomes.

Pennsylvania’s Healthcare System Protection Act (HSPA) is

an example of one such effort which was, in part, drafted

in response to private equity-controlled hospital closures,
which have led to a dearth of crucial health care services

in certain communities. For example, private equity group
Prospect Medical Holdings shuttered Crozer-Chester Medical
Center in Delaware County, Pennsylvania, in early May. That
decision resulted in the layoff of 3000 health care workers and
completed the closure of an entire hospital system.

According to Pennsylvania State Senator Tim Kearney,
co-sponsoring the HSPA, in a May 15 press release from the
Pennsylvania governor’s office, “[plrivate equity is a cancer in
our health system that is destroying our hospitals and driving
up the prices of health services for all Pennsylvanians, all
while giving us worse service. ... It’s time that we have tools to
prevent private equity from abusing our healthcare system.”

From local health care leaders to Pennsylvania Governor Josh
Shapiro, officials have signaled their support for the HSPA,
noting that private equity investments have too often resulted
in communities left without sufficient access to vital medical
services. Their concerns echo those of Connecticut, Indiana,

Massachusetts, New Mexico, New York, Oregon, Vermont, and
Washington lawmakers.

If enacted, Pennsylvania’s HSPA would: (1) grant the Office of
the Attorney General the power to review and block health
care acquisitions that endanger medical care access; and

(2) seek to protect hospitals and other health care facilities
from what Shapiro called “predatory business practices that
put profits over patients,” in a May 16, 2025, press release from
the governor’s office. (https://bit ly/44yYiQq).

State legislatures continue to look
for ways to ensure that the
Investments private equity investors
have in their states do not reduce
the level of available health care.

For example, the proposal declares certain conduct to be
against the public interest, including a significant reduction in
competition or a significant increase in health care costs, an
unfair method of competition in or deceptive act or practice
affecting health care, a significant reduction in the quality of
care, a significant reduction in access to or availability of health
care, a significant reduction in access to care in a rural, low-
income or disadvantaged community and a healthcare sale
leaseback agreement.

A sale leaseback transaction, under the legislation, is a sale,
lease, transfer or other encumbrance by a person on a material
amount of the assets or real property of a health care entity
who then enters into an agreement to lease back the same
assets or real property.

The other states that have most recently acted against private
equity in health care have taken fairly similar approaches.

Most include either the creation or expansion of review
procedures for health care-related transactions or acquisitions.
Connecticut, Indiana, Massachusetts, New Mexico, New York,
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and Vermont legislatures are focused on requiring advance
notice of proposed transactions and more rigorous review
procedures. The Illinois Legislature, for example, has proposed
expanding its current law requiring premerger notification for
health care transactions to include coverage of those involving
private equity and hedge funds.

Proposed requirements are aimed at placing checks on
private equity investments and giving their states the power to
block or restrict investment that could negatively impact the
availability and cost of health care. In a nutshell, these states
want more oversight of firms that they view as monetizing
medical care.

For private equity companies that
have already invested in healthcare
providers in states that pass more
restrictive legislation, they will need
to re-evaluate, and potentially modify,
their arrangements with these
providers in light of any new laws.

If enacted, Connecticut’s Legislature would go so far as to
prohibit private equity firms from acquiring or increasing any
direct or indirect ownership interest in, operational or financial
control over a hospital or health system or increasing any
investment in a real estate investment trust or private equity
company that has an interest in a hospital or health system.
The legislation would grant the state’s attorney general new
authority to intervene and to impose conditions on the parties
in order to let the transaction proceed.

The proposal expands the definition of covered healthcare
providers to include dentists, provider organizations,
management services organizations, ambulatory surgery
centers, mental health facilities, and substance use disorder
treatment facilities, and prohibits licensed healthcare facilities
or entities from interfering with or directing the professional
judgment or clinical decisions of a health care practice or a
clinician.

Oregon and Washington take a different approach.
Washington’s proposed legislation and Oregon’s newly passed
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bill are focused on restricting typical arrangements that
private equity firms and other physician practice management
investors use to structure relationships with the practices they
manage and remain compliant with corporate practice of
medicine restrictions. They also seek to regulate the corporate
structure and ownership of medical practices by imposing
restrictions on who may own or control the equity of medical
entities, seemingly with the goal of ensuring that licensed
physicians, rather than investors, remain in charge.

For example, Oregon’s legislation — which was enacted

on June 9 and takes effect in phases over several years —
prohibits an MSO (Management Services Organizations) or
its independent contractor, shareholder, director, officer or
employee from directly or indirectly managing a professional
medical entity, including setting work schedules, physician
compensation, diagnostic coding decisions, customer billing
policies, and managing payor contracting negotiations and
physician rates. Washington has proposed similar restrictions.

The breadth of the state’s proposed legislation has the
potential to impact existing traditional, well accepted business
relationships between healthcare providers and the third-party
business partners they engage to help manage the business
of health care so that the providers can focus on providing
care in the face of decreasing reimbursement and increased
costs.

For private equity companies that have already invested

in healthcare providers in states that pass more restrictive
legislation, they will need to re-evaluate, and potentially modify,
their arrangements with these providers in light of any new
laws.

If passed, this slate of proposals could significantly impact an
existing private equity fund’s ability to sell an asset in the state.
It would also impact private equity’s ability to participate in
new opportunities in the health care industry in these states,
through measures including authorizing some states to block
transactions presenting concerns related to access, quality,
and affordability of healthcare.

To the extent the states enact only additional notice
requirements along with the authority to suspend closing or a
waiting period while the state investigates, parties will need to
prepare for a longer deal timeline and consider strategies for
addressing potential concerns. In most states the substantive
standards will likely remain those developed by federal courts.
In some other states, however, the legislatures are attempting
to establish specific prohibited acts or ownership structures.
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